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ANDREW H. WILSON, ESQ., SBN 063209 
SHAUNA T. RAJKOWSKI, ESQ., SBN 148239 
WILSON, RYAN & CAMPILONGO 
115 Sansome Street, Suite 400 
San Francisco, California 94104 
(415) 391-3900 


Attorneys for Plaintiff 

CHURCH OF SCIENTOLOGY INTERNATIONAL 


UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF CALIFORNIA 


In re 


GERALD ARMSTRONG, 
Debtor. 


Case No. 95 10911 aj 
Chapter 7 


CHURCH OF SCIENTOLOGY 
INTERNATIONAL, a California non¬ 
profit religious corporation, 


Plaintiff, 


Adv. Pro. No. 95 1164 
Trial Date: Feb. 13, 1996 


v. 


GERALD ARMSTRONG, 
Defendant. 


NOTICE OF ENTRY OF ORDER 

YOU ARE HEREBY NOTIFIED that Judge Alan Jaroslovsky issued 
the ORDER DENYING PLAINTIFFS' ORDER SHORTENING TIME FOR HEARING ON 
MOTION TO AMEND ADVERSARY COMPLAINT AND FOR CONTINUANCE OF TRIAL 
DATE attached hereto as Exhibit A. 

Dated: January 26, 1996 





ANDREW H. WILSON 
SHAUNA T. RAJKOWSKI 
Attorneys for Plaintiff 












EXHIBIT A 



WII^ON, RYAN * CAMPUXINGO 
115 ftmuMue Street, Suite 400 
San Francuco, CaMuriu# ^4104 


jhn- 25 -iyyb wy;11 


hKun 


TD- 




1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 




ANDREW H. WILSON, ESQ., SEN 063209 
SHAUNA T. RAJKOWSKI, ESQ,, SEN 148239 
WILSON, RYAN & CAMPILONGO 
115 Sansome Street, Suite 400 
San Francisco, California 94104 
(415) 391-3900 / (415) 954-0938 

LAURIE J. BARTILS0N, ESQ, SBN 139220 

MOXON & BARTILSON 

6255 Sunset Boulevard, Suite 2000 

Hollywood, California 90028 

(213) 960-1936 / (213) 953-3351 

Attorneys for Plaintiff 
:CHURCH OF SCIENTOLOGY INTERNATIONAL . 
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UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF CALIFORNIA 


In re ) 

) 

• GERALD ARMSTRONG, ) 

)| 

. Debtor. ) i 

_r 

) 

CHURCH OF SCIENTOLOGY INTERNATIONAL, ) : 

a California non-profit religious ), 

corporation, ) 


Case No. 95 10911 aj 
Chapter 7 


Adv. Pro. No. 95 1164 
Trial Date: Feb. 13, 1996 


Plaintiff, 


v. 


GERALD ARMSTRONG, 
Defendant. 


) 

) 

)' 

)! 

) 

)! 

) 

) 

.) 


f , _ ^ 

PROPOSED ORDER SHORTENING TINS FOR HEARING*ON MOTION^? 

TO AMEND ADVERSARY COMPLAINT AND FOR CONTINUANCE. OF TRIAL DATE 


: i era; 




- 

it- 


Plaintiff's Ex Parte Application for an dreier' Shortening Time 
on Motion for Leave to Amend the Adversary Complaint and Continue 
the Trial Date was submitted to this Court on January 24, 1996, the 
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Honorable Alan Jaroslovsky presiding. 

After full consideration of the evidence and the points and 
authorities submitted and for GOOD CAUSE APPEARING , the Court finds 

; i 

that Plaintiff nay have its Motion for Leave to Amend its Adversary 

Complaint and Continue the Trial date heard on- shortened time on 

| • i 

February 2, 1996 at 11:00 a.m. 

i 

REQUESTED ORDER NOT SIGNED 

Alan JarosloVsicy 
United Stated Bankruptcy Judge 


IT IS SO ORDERED. 
Dated: _ 1996 
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PROOF OF SERVICE 

I declare that I am employed in the City and County of San 


Francisco, California. 

I am over the age of eighteen years and not a party to the 
within entitled action. My business address is 115 Sansome 
Street, Suite 400, San Francisco, California. 

I am readily familiar with Wilson, Ryan & Campilongo's 
practice for collection and processing of correspondence for 
facsimile and mailing with the United States Postal Service. 

On January 26, 1996, I served the attached NOTICE OF ENTRY OF 

ORDER on the following in said cause, by faxing to the facsimile 

number below and by placing for deposit with the United States 

Postal Service on this day in the ordinary course of business, 

true copies thereof enclosed in sealed envelopes. The envelopes 

were addressed as follows:. 

Gerald Armstrong 

715 Sir Francis Drake Blvd. 

San Anselmo, CA 94960-1949 
(415) 456-8450 

I declare under the penalty of perjury pursuant to the laws 
of the State of California that the foregoing is true and correct 
and that this Proof of Service was executed on January 26, 1996 at 
San Francisco, California. 



TINA M. GREN 
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Andrew K. Wilson. SBN 063209 
WILSON, RYAN « CAMFXLONGO 
115 Saneoaa Street 
Fourth Floor 

San Francisco, California 94104 
(415) 391-3900 
Telefax: (413) 934-0938 


filed 

OCT 1 / 1395 

HOWARD RANSOM 

hC'?* oumi ' 

byJ. Stceio, Deputy 
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Laurie J. Bartilson, SBN 139220 

KOXON & BARTILSON 

6255 Sunset Boulevard, Suite 2000 

Hollywood, CA '90028 
(213) 960-1936 
Telefax: (213) 953-3351 

Attorneys for Plaintiff 
CHURCH OF SCIENTOLOGY 
INTERNATIONAL 
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SUPERIOR COURT OF THE STATS OF CALIFORNIA 


12 ! 


FOR THZ COUNTY OF MARIN 
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CHURCH OF SCIENTOLOGY 
INTERNATIONAL, a California not- 
for-profit religious corporation, 


Plaintiff, 


vs. 


GERALD ARMSTRONG; DOES 1 througn 
25, inclusive, 


Defendants. 


) CASE NO. BC 157680 

) 

) (PROPOSED) 

) 

•) ORDER OP SUMMARY JUDGMENT 
) AS TO THE THIRTEENTH, 

) SIXTEENTH, SEVENTEENTH, AND 
) NINETEENTH CAUSES OF ACTION 

) 

) 

) DATS: October S, 1995 
) TIME: 9:00 a.a. 

) DEPT: 1 

) 

) 

) TRIAL DATE: Vacated 

) 

) 

) 


24 

25 

26 
27 
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Thia aattar came on for hearing on October 6, 1995, on 
notion of plaintiff church of Scientology International ("the 
Church”) for Sunnary Adjudication of the Thirteenth, Sixteenth, 
Seventeenth, and Nineteenth Causa* of Action of the Seecnd 
Amended complaint. Plaintiff church of sciantology International 
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5 
61 


appeared by Its attorneys, Andrew H. Wilson of Wilson, Ryan & 

i 

Canpilongo and Laurie J. Bartilson of Bowles & Moxon, defendant 
Armstrong appeared by bis attorney, Ford Greene. Having read and 
considered tbs moving and opposing papers, and the evidence and 

i 

arguments presented therein and at the hearing, and good cause 
appearing: 


7! 

S' 

9 

10 ; 
II! 
121 
131 
14j 
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IT IS ORDERED: 

i 

l. The notion of Plaintiff for Summary Adjudication of 
Issues as to the Thirteenth, Sixteenth, Seventeenth, and 
Nineteenth Causes of Action of the Second Amended Complaint is 
GRANTED in favor of Plaintiff, Church of Scientology 
International, and against Defendant, Gerald Armstrong, in the 
amount of $200,ooD, 

Plaintiff has met its burden of showing that defendant 
breached the settlement agreement and that it is entitled to 
liquidated damages of $50,000 for each breach. Defendant has 
failed to raise a triable issue as to ary of the causes of 
action, as follows: 

INVALIDITY QP LIQUIDATED DAMAGES PROVISION : Defendant's 
evidence regarding nis attorneys r raiiura to represent his 
interests (see Facts 43 and S3) is hearsay and/or not based on 
personal knowledge. The opinion of defendant's attorney as to 
the validity of the provision (see, a.g., Facts 52-54, 57-60) is 
irrelevant and hearsay. The fact that two otnar client* signed a 
settlement agreement containing the same liquidated damages 
amount (sea Facta 55-56 and 63-64) does not raise an inference 
that the provision was unreasonable. Defendant's evidence is 
insufficient to raise a reasonable inference of unequal 
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| 

I 

i 

i 

I 

bargaining power (no personal knowledge ahawn that plaintiff, «• 

j 

opposed to Flynn, positioned defendant as a "deal breaker 11 ; 

Flynn's statements hearsay; no personal knowledge shown of 

i 

plaintiff's wealth; wealth alone does not raise inference of 
unequal bargaining power since no shoving defendant desperate for 
money and had to accept on plaintiff's terms), Defendant's 
evidence does not raise an inference that plaintiff's calculation 

is "unfathomable” (Fourteenth cause of Action seeks 550,Uuo for 

i 

each of IS letters; Nineteenth Causa of Action is based only on 
declarations, not on other contacts between defendant and 
attorney/other clients). Defendant fails to establish hov he 
knows plaintiff had not been injured by his statements at the 
time of settlement. 

DURESS : Flynn's statements to defendant are hearsay. (See, 

i 

e.g., D's Facts 1C and ID.) Further, defendant has not shown 
that plaintiff was aware of Flynn's purported duress of 
defendant. (See Leeper v. Beltrami (1959) 53 Cal.2d 195, 205.) 
Contrary to defendant's statement about duress, "careful weighing 
of options" is completely inconsistent with an absence "of the 

i 

free exercise of nia will power“ or his navlng "no reasonable 

j 

alternative to succumbing." (See Philippine Expert 6 Foreign 
Loan Guarantee Corp. v. Chuldlan (1990) 218 Cal.App.3D 1058, 

1078; ja j?e Marriage or aaitlns (1989) 212 Cal.App.3D 65, 84.) 

fraud t Flynn's statements to defendant (sea Fact /9) are 
hearsay. The Court finds that the portions of the agreement 
cited by defendant (see Facts 79 and 30) do not establish a 
mutual confidentiality requirement. Paragraph 7(1) only 
prohibits the parties from disclosing information in litig ation 
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hetwen tha nartia.q; paragraph 18(D) only prohibits disclosure of 
tha tarns of the settlement; defendant has not shown that 
plaintiff did either of those things. Further/ "[s]omething more 

I 

than nonperfornanca is required to prove the defendant's 
intention not to perform his promise." (Tenser v. Suparscopm, 
lac. (1985) 39 cal.3d 18, 30-31). 

NO SPECIFIC.RERFPRMANCE. BREACH OF EXPRESS AND IMPLIED 


8! covenant ; Defendant relies on tne purported mutuality 
9 requirement, which ha has failed to establish. 
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FIRST AMENDMENT : First Amendment rights may be waived by 
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contract. (See ITT Tslacom Products Corp. v , Dooley (1989) 214 
Cal.App,3D 307, 319.) 

I 

2. The piaintirr has asked that the exhibits which vara 
previously ordered sealed be stricken as they are trade secrets, 
irrelevant to this motion. This request is GRANTED. They are 
not relevant. Further, they were filed by Mr. Armstrong in pro 
per when ha is, in fact, represented by counsel. 
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Dated; October _, 1995 

OCT '7 1995 
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JA21 I, Ir.OMS 
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GARY W. THOMAS 
Judge of tha Superior court 
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Approved as to form; 
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26 

27 

291 


Ford Greene 

Attorney for Defendants Gerald 
Armstrong and the Gerald Armstrong 
Corporation 
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Andrew H. Wilson, SBN 063209 
WILSON, RYAN & CAMPILONGO 
115 Sansome Street 
Fourth Floor 

San Francisco, California 94104 
(415) 391-3900 
Telefax; (415) 954-0938 
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Laurie J. Bartilson, SSN 139220 
MOXON & 8ART1LSON 

6255 Sunset Boulevard, Suite 2000 
Hollywood, CA 90028 
(213) 960-1939 
Telefax; (213) 963*3351 
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Attorneys for Plaintiff 
CHURCH OF SCIENTOLOGY 
INTERNATIONAL 
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SUPERIOR COURT OF THE STATE OF CALIFORNIA 
FOR THE COUNTY OF MARIN 


CHURCH OF SCIENTOLOGY ) CASS NO. BC 157680 

INTERNATIONAL, a California not-for-profit) . ~r 

religious corporation, ) 



/V/v/tS* 


Plaintiff, 


vs. 


; i 

) ORDER OF PERMANENT 
) INJUNCTION 

) 

) 

) DATE: October S, 1995 
) TIME: S;C0 a.m. 

) DEPT: 1 
) 


) 

GERALD ARMSTRONG; DOES 1 through ) 

25, Inclusive, ) 

) TRIAL DATE: Vacated 

) i 

Defendants. ) 

_ ) 


This matter came on for hearing on October 6, 1995, on motion of plaintiff 
Church of Scfontology International ("the Church") for Summary Adjudication of 
The Twentieth Causa of Action of the Second Amended Complaint. Plaintiff 
Church of Scientology International appeared by Its attorneys, Andrew H. Wilson 
of Wilson, Ryan & Campilongo and Laurie J. Bartilson of Bowles & Moxon, 
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defendant Armstrong appeared by his attorney, Ford Greene. Having read and 
considered the moving and opposing papers, and the evidence and arguments 
presented therein and at the hearing, and good eause appearing: 

IT IS ORDERED: 

The Church's motion for summary adjudication of the twentieth cause of 
action of the Second Amended Complaint is GRANTED. The Court finds that there 
la no triable Issue of material fact as to any of Thn following: 

1. Plaintiff and defendant freely and voluntarily entered into a Mutual 
Release of Ail Claims and Settlement Agreement ("Agreement") in December, 
1936 . 

2. Plaintiff performed ail of Its obligations pursuant to the Agroemont. 

3. Defendant Armstrong received substantial consideration for the 
promises which he made in the Agreement, 

A. Since 1990, defendant Armstrong has repeatedly breached 
paragraphs 7(D), 7(E), 7(H). 7(G), 10. 18(0) and 20 of the Agreement. 

5. Between 1991 and the present, Armstrong breached paragraphs 7(G), 
7(H) and 10 of the Agreement by providing voluntary assistance, exclusive of 
testimony made pursuant to a valid subpoena, to the following private individuals, 
each of whom was pressing a claim or engaged in litigation with plaintiff and/or 
one or more of the designated beneficiaries of the Agreement: 

* Vicki and Richard Aznaran, anti-Scientology litigants In the case of 

Vicki Aznaran.. et al. v, Church of Scientology international . United States 

District Court for the Central District of California, Case No. CV 83-1783 

(JMI) (Sep.St.Nos. 11-161; 

* Joseph A. Yanny, anti-Scientology litigant in the case of Reiioious 

Technology Center et at. v. Joseph Yannv. et al. . Los Angeles Superior 

Court No. C 690211 and Religious Tach noloov Cantar er al. v. Joseph 

Yannv. at.3l„ Loa Angeles Superior Court No. BC 033035 ISep.St.Nos. 17- 
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201 ; 

* Malcolm Nothling, anti-Scientology litigant in the matter Detween 

i 

Malcolm Nothling and the Church of Scientology in South Africa, Adi Codd, 
Diane Kemp. Glen Rollins; Supreme Court of South Afr'ca (WTtwatzbsrand 
Local Division) Case No, 19221/38, [Sep.St.Nos. 21-24J; 

* Reeder's Digest Corporation, aml-Scientology litigant in the case of 
Church of Scientology of Lausanne vs, Kiosk; AG. Basel, Switzerland 
(Sep.St.Nos. 25-261; 

* Richard Behar, anti-Scientology litigant In the case of Church of 

i 

Scientology International v. Time Warner. Inc.: Time Inc, Ma oazlne Company 
and Richard Behar . United States District Court, Southern District of New 
York, Case No. 92 Civ. 3024 PKL (Sep.St.Nos. 27-28]; 

* Steven Hunziker, anti-Scientology litigant in the case of Hunziker v. 
Applied Materials. Inc.. Santa Clara Superior Court Case No. 692629 

(Sep.St.Nos. 29-331; 

* David Mayo, anti-Scientology litigant in the case of Relioious 
Techna.lo.qy. Center v. Robin Scott, et at.. United States District Court for the 
Central Dietrfot of California, Case No. 85-711 (Sep.St.Nos. 34-35]; 

* Cult Awareness Network, anti-Scientology litigant in the case of Cult 
Awareness Network v. C hurch of Scientology International, at a).. Circuit 
Court of Cook County, Illinois, No. 94LSQ4 (Sep.St.Nos. 38-391; 

* Lawrence Wolleraheim, anti-Scientology litigant In the cases of 
Lawrence W olfersheim v. Church of Scientology of California. Los Angeles 
Superior Court Number C332027 and Church of Scientology of California v, 
Lawrencs WoHershelm . Los Angeles Superior Court Number BC074815 
(Sep.St.Nos. 40-421; 

* Ronald lawley, anti-Scientology litigant in the cases of Religious 
Technology Center, e t al. vs. Robin Scott, et al.. U.S. District Court, Central 
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201 ; 

* Malcolm Nothling, anti-Scientology litigant in the matter Between 
Malcolm Nothling and the Church of Scientology in South Africa, Adi Codd, 
Diane Kemp, Glen Rollins; Supreme Court of South Africa (WTtwatzbsrand 
Local Division) Case No. 19221/38, [Sep.St.Nos. 21-241; 

* Reader's Digest Corporation, aml-Sclentology litigant in the case of 
Church of S cientology of Lausanne vs. Kiosk AG, Basal, Switzerland 
[Sep.St.Nos. 25-261; 

* Richard Behar, anti-Scientology litigant In the casa of Church of 
Scientology Internation al v. Time .Warner. Inc.; Time Inc, Magazine Company 
and Richard Behar . United States District Court, Southern District of New 
York, Case No. 92 Civ. 3024 PKL [Sep.St.Nos. 27-28]; 

* Steven Hunziker, anti-Scientology litigant in the case of Hunziker v. 
Applied Materials. Inc.. Santa Clara Superior Court Case No. 692629 

[Sep.St.Nos, 29-331; 

* David Mayo, antl-Scientology litigant in the case of Relioigus 
Technology Center v, Robin Scott, at al., United States District Court for the 
Central Dlstrfot of California, Case No. 85-711 [Sep.St.Nos. 34-35]; 

* Cult Awareness Network, anti-Scientology litigant in the case of Cult 
Awareness Network v, Church of Scientology International, etal.. Circuit 
Court of Cook County, Illinois, No. 94L5Q4 [Sep.St.Nos. 38-391; 

i 

* Lawrence Wollersheim, anti-Scientology litigant In the cases of 
Lawrence W oilerahelm v. Church of Scientology of Ca ii fcrnfa , Los Angeles 
Superior Court Number C332027 and Church of Scientology of California v. 
Lawrence vyollershelm . Los Angeles Superior Court Numoer BC074815 
[Sep.St.Nos. 40-42); 

* Ronald Lawley, anti-Scientology litigant in the cases of Religious 
.Technology Center, a t al. vs. Robin Seen, et al.. U.S, District Court, Central 
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District of California, Case No. 85-711 MRP(f3x); Matter Between Church of 
5cie.Dialo.qy Advanced Organization Saint Hill Europe and Africa, and Robin 
Scott. Ron Lawtev. Moraa Bellmaine. Stephen Bisbev in the High Court of 
Justice Queen's Bench Division, Csse 1984 S Wo. 1675; and Matter 
Batwean-Chutch of Scientology Religious Education College Inc., and Nancv 

Carter, Ron Lawiev, Steven Bisoev , in trie High Court of Justice Queen's 
Bench Division, Case 1936 C No. 12230 [Sep.St.Nos, 43-44]; 

* Uwe Geert 2 and Steven Fishman, anti-Scientology litigants In the case 
of Church of Scientology International v. Steven Eishman, et si .. United 
States District Court for the Central District Of California Number 91-6426 
HLH(Tx) [Sep.St.Nos. 45-46]; 

* Tilly Good, a claimant against the Church of Sciertology, Mission of 
Sacramento Valley [Sep.St.Nos, 36-37]; 

* Denies Cantin, a claimant against the Church of Scientology of Orange 
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County; Church of Scientology of Boston; and Church of Scienrnfooy, Flag 
Service Organl2ation [Sep.St.Nos. 36-37]; and 
* Ed Roberts, a claimant against the Church of Scientology of 
Stevens Creek (Sep.St.Nos, 36-37]. 

6, Between 1992 and the present, Armstrong breached paragraph 7(D) 

of the Agreement by contacting media representatives, granting interviews and 

| 

attempting to assist media representatives in the preparation fcr publication or 
broadcast magazine articles, newspaper articles, books, radio and television 
programs, about or concerning the Church and/or other persons and entities 


24 


referred to In paragraph 1 of the Agreement. These media representatives 


25; Included: 

251 • Cable Network News: reporter Don Knapp, In March, 1992 

27| (Sep.St.Nos. 47-481; 

Z8 | * American Lawyer Magazine: reporter Bill Horne, in March, 1992 
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{Sep.St.No, 49]; 

* Los Angelas Times: reporter Bob Welkos, in May, 1992; and reporter 
Joel Sapped, in June, 1993 [Sap.St.Nos. 50-51]; 

* CAN Video Interview, with anti-Scientologists "Spanky" Taylor and 
Jerry Whitfield, in November, 1992 [Sep.St.No. 52]; 

* KFAX Radio: interview planned but prevented In April, 1993 
[Sep.St.No. 53]; 

* Newsweek Magazine: reporter Charles Fleming, In Jure, 1993 and 
August, 1993 [Sep.St.No. 54-56]; 

* Daily Journal: reporter iviike Tipping, in June, 1993 [Sep.St.No. 57]; 

4 Time Magazine: reoorter Richard Bahar, in March, 1992 and in June, 
1993 [Sep.St.Nos. 58-59]; 

* San Francisco Recorder: reporter Jennifer Cohen, in August, 1993 
[Sep.St.No. SOI; 

* El Entertainment Network: reporter Greg Agnew, in August, 1993 
[Sep.St.No. 611; 

4 WORD Radio: Pittsburgh, Pennsylvania, interviewed in the fall of 1993 
[Sep.St.No. 62]; 

* St. Petersburg Times: St. Petersburg, Florida, reporter Wayne Garda, 
In the fail of 1993 [Sep.St.No. 63]; 

* Premiere Magazine: letter to the editor, in October, 1993 [Sep.St.No. 
84]; 

* Mirror-Group Newspapers: United Kingdom, in May, 1994 
(Sep.St.No. 65]; 

* Gauntlet Magazine: New York, New York, reporter Rick Cuslck in 
June, 1994 [Sep.St.No. 96]; 

* Pacific Sun Newspaper; reporter Rick Sine, In June and July, 1994 
[Sep.St.No. 67]; 
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* Disney Cable: reporter Marsha Nix, In August, 1994 [Sep.St.No. 68); 
and 

* Tom Voltz: Swiss author writing a book about Scientology, In 
October, 1994 [Sep.St.No. 69], 

7. Between 1992 and the present, Armstrong breached paragraph 7(0) 
of the Agreement by preparing ana distributing at least three manuscripts 
concerning his claimed experiences In and with Scientology, including a treatment 
for a screenplay which he intends to turn into a film (Sep.St.Nos,70-71 J, 

8. Between 1991 and the present, Armstrong further breached 

OaffSflrach 7(D) nf thft AnrPQmanT hvi rUffrlnrino hir nupo »im 

! 

Scientology to each of the following persons or groups, not previously identified; 
Robert Lobsinger (Sep.St.No. 72J; the New York Times [Sep.St.No. 731; Toby 

Flevin, Stuart Culter, Anthony Laing, Kent Burtner, and Margaret Singer 

i 

[Sep.St.No. 74); Priscilla Coates [Sep.St.No. 75]; Omar Garrison [Sep.St.No. 76]; 
Vaughn and Stacy Young [Sep.St.No. 77]; a Stanford University psychology class 

j 

[Sep.St.No. 78]; attendees at the 1992 Cult Awareness Network Convention 
[Sep.St.No. 791; and Hana Whitfield [Sep.St.No. 80]. 

9. Defendant Armstrong has reiterated numerous times that he intends 
to continuing breaching the Agreement unless he is ordered by the Court to cease 
and desist [Sep.St.Nos. 87-97]. 
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10. Plaintiff's legal remedies are inadequate insofar as the scope of the 
relief ordered below is concerned. Tamarind Lithography Workshop, inc, v. Sanders 
(1933) 143 Csl.App.3d 571. 577-573, 193 Cal.Rptr. 409, 413. 

Accordingly, the Court finds that entry of a permanent injunction in this 
action is necessary in this action because pecuniary compensation could not afford 
the Church adequate reffef, and the restraint is necessary in order to prevent a 
multiplicity of actions for breach of contract. Civil Code 5 3422(11,(3). a ORDER 
of injunction is therefore entered as follows: 
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Defendant Gerald Armstrong, his agents, employees, and persons acting In 
concert or conspiracy with him are restrained and enjoined from doing directly or 
Indirectly any of the following: 

1. Voluntarily assisting any person {not a governmental organ or 
entity) intending to make. Intending to press, intending to arbitrate, or 
intending to litigate a claim, regarding such claim or regarding pressing, 
arbitrating, or litigating It, against any of the following persons or entitles: 
o The Church of Scientology International, its officers, directors, agents, 
representatives, employees, volunteers, successors, assigns and legal 
counsel; 


11 

12 

13 

14, 

15 

16; 

17 

18 i 
19! 
2 Of 
21 
22 
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24 

25 
23 
27 

2 3 : 


I 

o The Church of Scientology of California, its officers, directors, agents, 
representatives, employees, volunteers, successors, assigns and legal 
counsel: 

o Religious Technology Center, Its officers, directors, agents, 

representatives, employees, volunteers, successors, assigns and legal 
counsel; 

o The Church of Spiritual Technology, its officers, directors, agents, 
representatives, employees, volunteers, successors, assigns and legal 
counsel; 

o Ail Scientology and Scientology affiliated Churches, organizations and 
entities, and Their officers, directors, agents, representatives, 

i 

employees, volunteers, successors, assigns and legal counsel; 

o Author Services, Inc., its officers, directors, agents, representatives, 
employees, volunteers, successors, assigns and legal counsel; 

o The Estate of l. Ron Hubbard, its executor, beneficiaries, heirs, 
representatives, and legal counsel; and/or 

O Mary Sue Hubbard; 

(Hereinafter referred to collectively as "the Beneficiaries’’); 
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2. Voluntarily assisting any person (not a governmental organ or 
entity) defending a claim, intending to defend a claim. Intending to defend an 
arbitration, or intending to defend any claim being pressed, made, arbitrated 
or litigated by any of the Beneficiaries, regarding such claim or regarding 
defending, arbitrating, or litigating against It; 

3. Voluntarily assisting any person (not a governmental organ or 
entity) arbitrating or litigating adversely to any of the Beneficiaries; 

4. Facilitating in any manner the creation, publication, broadcast, 

i 

writing, filming audio recording, video recording, electronic recording or 
reproduction of any kind of any book, article, film, television program, radio 
program, treatment, declaration, screenplay or other literary, artistic or 
documentary work of any kind which discusses, refers to or mentions 
Scientology, the Church, and/or any of the Beneficiaries; 

5. Discussing with anyone, not a member of Armstrong's 
immediate family or his attorney, Scientology, the Church, and/or any of the 
Beneficiaries; 

In addition, it is ORDERED that, within 20 days of the issuance of this Order, 
Armstrong shell; 

1. Return to the Church any documents which he now has In his 
possession, custody or control which discuss or concern Scientology, the 
Church and/or any person or entity referred to in paragraph 1 of the "Mutual 
Release of All Claims and Settlement Agreement" of December, 1986, other 
than documents which have been filed In this litigation. 

It is further ORDERED that during the pendency of this litigation, documents 
which have been filed in this litigation may be retained by Armstrong's counsel. 
Those documents are to remain sealed, in the possession of Mr. Greene or any 
successor counsel, and may not be distributed to third parties. At the conclusion 
of the instant litigation, it Is ORDERED that all documents from this case in 
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counsel's possession which do not comprise counsel's work product will be 
delivered to counsel for plaintiff. Counsel's work product may be retained by 

i 

Armstrong's counsel. j 
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THE HONORABLE GARjY W. THOMAS 
SUPERIOR COURT JUDGE 
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Andrew H. Wilson, SBN 063209 
Shauna T. Rajkowski, SBN 3148239 
WILSON, RYAN & CAMPILONGO 
115 Sansome Street 
Fourth Floor 

San Francisco, CA 94104 i 
(415) 391-3900 


Laurie J. Bartilson, SBN 3139220 
MOXON & BARTILSON 
6255 Sunset Blvd., Suite 2S000 
Hollywood, CA 90028 
(213) 960-1936 

J | 

Attorneys for Creditor j 

CHURCH OF SCIENTOLOGY INTERNATIONAL 


UNITED STATES BANKRUPTCY COURT 


NORTHERN 


in re 

GERALD ARMSTRONG, 
Debtor 


DISTRICT OF CALIFORNIA 

) CASE NO. 95-10911 aj 

) 

) Chapter 7 

) 

) Adv. No. 95-1164 


) 


) 

) FIRST AMENDED 
) COMPLAINT TO DETERMINE 


CHURCH OF SCIENTOLOGY 
international, a California non- ) dischargeability AND 
profit religious corporation, 


Plaintiff, 

v. 

GERALD ARMSTRONG, 
Defendant. 


) IN OBJECTION TO 
) DISCHARGE AND FOR 
) DECLARATORY RELIEF 

) 

) (11 U.S.C. SS 
) 727(a) (4)(A); 

) 727(a) (5) ] 

) 

) 

) 


j 

Church of Scientology International ("CSI"), plaintiff, and 
creditor of the above-named debtor, Gerald Armstrong 

excess of $300,000 alleges: 
INTRODUCTION 

has engaged in a pattern of fraud and 


("Armstrong") in a sum in 


1. Debtor Armstrong 

! 

deceit that mandates dismissal of his bankruptcy petition without 

i 

discharge, or, alternatively, that his debt to plaintiff be 
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11 

12 
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deemed nondischargeable. iFirst, he has lied to this Court, the 
trustee and his creditors by failing to include, as part of his 
Schedule B, his ownership; in the Gerald Armstrong Corporation. 

In 1993, Armstrong testified that the assets of the Gerald 

l 

Armstrong Corporation were worth $1 billion. In 1994, Armstrong 
admitted under oath that he owned 80% of the shares of the stock 
in the corporation, and was its president and sole employee. 
Second, while testifying at a meeting of creditors, Armstrong 
asserted that the Gerald Armstrong Corporation no longer 
possessed any assets having any commercial value. Armstrong has 
failed to satisfactorily explain how he disposed of not only the 
$1 billion in assets claimed by the Gerald Armstrong Corporation, 
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but also $518,000 of the $800,000 which he received as proceeds 
of a legal settlement, and at least $12,000 which he received in 

I 

large increments in 1992 and 1993. These actions render 
Armstrong ineligible for discharge pursuant to 11 U.s.c. §§ 
727(a)(4)(A) and (5). 

in addition, Armstrong has now been permanently enjoined by 
the Los Angeles Superior Court from committing any further 
breaches of the agreement which entered into with CSI in 1986. 
CSI seeks a declaration that Armstrong's obligations under that 
injunction will survive any discharge in bankruptcy. 

JURISDICTION 

2. This is an adversary proceeding in the debtor's Case 
No. 95-10911 aj under Chapter 7 of Title 11 of the United States 

I 

Bankruptcy code, now pending in this court. This court has 
jurisdiction of this adversary proceeding pursuant to 11 U.S.C. 
28|| §§ 727, 523 and 365, and by order of this Court dated May 25, 
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1995. This is a core proceeding under 28 U.S.C. §§ 157(b)(2)(I) 
and (J). 

3. Defendant Armstrong is not eligible for discharge as a 
debtor in his bankruptcy action pursuant to 11 U.S.C. §§ 

727(a)(4)(A) and (5). 

PARTIES 

i 

4. Plaintiff church of Scientology International (”CSI ,f ) 
is, and was at all times relevant herein, a California non-profit 
religious corporation having its principal office in the City of 
Los Angeles, County of Los Angeles, State of California. 

5. Defendant Gerald Armstrong is an individual who at all 

times relevant herein has been a resident of the City of San 

: 

Anselmo, County of Marin, State of California. 

SEVERAL AVERMENTS 

I 

I 

6. Armstrong's debt to CSI arises in the context of a 

i 

state court action for breach of contract, Church of Scientology 
International v. Gerald Armstrong , Marin County Superior Court, 
Case No. 157 680 ("the State Court Action"). CSI obtained 

summary adjudication of six of its breach of contract claims in 

I 

that action, and dismissed the remaining claims, resulting in a 
judgment against Armstrong of $300,000, together with costs and 
attorneys fees. A true and correct copy of the state court 

judgment, entered on __, is attached hereto as 

Exhibit A. As part of the judgment, CSI was awarded a permanent 
injunction against Armstrong. A true and correct copy of the 
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permanent injunction is attached hereto as Exhibit B. 

7. The contract which forms the basis of the state Court 
Action was entered into by Armstrong and CSI in December, 1986 
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("the Agreement"). A true and correct copy of the Agreement is 
attached hereto as Exhibit C. It settled outstanding litigation 
between CSI and Armstrong according to certain terms and 

conditions. Armstrong has admitted that the settlement proceeds 

i 

which he received were $800,000, and that he received $518,000 

after paying attorneys' fees and expenses. 

8. Pursuant to the Agreement, Armstrong, who had been 

actively pursuing a career as an anti-Scientology "expert" and 

paralegal, agreed, inter alia , that he would not disclose his 

knowledge of or experiences in Scientology to anyone, and would 

not voluntarily aid other litigants or would-be litigants in 

anti-Scientology litigation. (Agreement, J5 7(D), 7(G), 7(H) and 

10). The Agreement also provided that Armstrong would pay csi 

$50/000 in liquidated damages for every prohibited disclosure- 

. I 

9- Armstrong claims that m August, 1990 r he was directed 

i 

by God to give away his material assets. He transferred real 
property valued at approximately $530,000 and at least $35,000 in 

j 

cash to his friend and lawyer, Michael Walton. He also claims 

i 

that he forgave an outstanding debt to Walton of $30,000. 

j 

Armstrong further claims that he forgave other debts to friends 
and family members totalling approximately $133,000 and gave away 
additional cash totalling $1,500, Armstrong has asserted under 
oath that he received no valuable consideration for any of these 
transfers. Although he waB asked to do so in the State Court 

Action, Armstrong has not produced any records of any of these 

j 

transactions, other than a few documents concerning the transfer 
of the real property to Walton, 

10. In or about August, 1987, Armstrong incorporated a 
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if California corporation which he called the Gerald Armstrong 
2II Corporation ("GAC") . Armstrong was the only incorporator, 

i 

31 officer, and director of the corporation. ' 

41 li. in February, 1992, CSI brought the State Court Action 

i 

5 against Armstrong, alleging that he had repeatedly breached the 

} 

provisions of the Agreement delineated in Paragraph 6, supra . 


. i 


CSI sought and obtained a-preliminary injunction enforcing 
portions of the Agreement, 

12. Armstrong testified in the State Court Action that, on 

i 

incorporation, GAC issued a single share of stock to a single 
shareholder: Gerald Armstrong. Armstrong also testified that he 

i 

i 

transferred significant personal assets to gac in 1988, including 
personal and intellectualIproperty. Armstrong has testified that 

in August, 1990, the value of GAC's assets was $1,000,000. He 

! 

based this figure on an appraisal of some of Armstrong's works 
owned by GAC, which he testified were independently valued at 
$900,000. In addition, in August, 1990, Armstrong listed the 
following personal property as further assets of GAC; office 
equipment, office furniture, four filing cabinets and contents, 
photocopier, drafting table, drafting machine, MAC and Image 

I 

Writer II, VCR, opaque projector, projector table, Morantz 

portable twin head recorder, microphone, 2 sets of headphones, 3 

| 

chests of drawers, futon frame, cover, linen, futon, pillows, 
Chines rug and 2 rockers. 

13. Armstrong claimed, under oath in the State Court 
action, that GAC "possesses a number of Gerald Armstrong's 
artistic and literary works, possesses rights to a number of his 
inventions and rights to certain formulas, and is in the business 
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of bringing peace and exploiting its assets for commercial and 

peaceful purposes.'* He also testified that GAC owns "equipment 

and products." The business of GAC, according to Armstrong, is 

* 

to care for, promote and exploit "the works of Gerald Armstrong." 

i 

14. Armstrong testified in the State Court Action that in 

1 % 

August, 1990, at the same time that he made the transfers 

j 

described in paragraph 10, supra, he transferred his ownership in 
GAC to Michael Walton, Michael Douglas, Lorien Phippeny and Nancy 
Rhodes. According to Armstrong, his single share of stock was 
divided into 100 shares, and each of the four received 25 shares. 

J 

Walton, Douglas, Phippeny and Rhodes paid Armstrong nothing for 
the shares of stock. 

i 

15. Shortly after maiking the transfers referred to in 

I 

paragraphs 12 and 14, supra . Armstrong initiated successive 

I 

breaches of the Agreement, which resulted in the filing of the 
State Court Action. When Armstrong disclosed the transfers in 
the State Court Action, CSI brought a fraudulent conveyance 

action against Armstrong and Michael Walton. That action was 

i 

consolidated into the State Court Action in September, 1994. 

16. Armstrong admitted in deposition in the State Court 
Action that he reacquired the shares of stock in GAC which he had 

i 

distributed to Walton, Douglas, Phippeny and Rhodes. In October, 

i 

1992, Armstrong testified that GAC had 9 shareholders. He owned 
80 shares. Single shares were owned by Armstrong's friends and 
relatives, Michael Douglas, Michael Walton, Andrew Armstrong, 
Thomas McPherson, Joseph Yanny, Michael Dick, Trevor and Colin 
Dick, and Anthony Armstrong. In 1993, GAC issued a single share 
to Armstrong's brother, Andrew Armstrong. In 1994, GAC issued a 
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single share to Armstrong's brother, Anthony Armstrong. 

Armstrong testified again in 1994 that he owned so% of GAC's 

stock. | 

17. Armstrong has testified, in deposition in the State 

j 

Court Action, that he is currently the President, and only 
officer, of GAC, one of its two directors, and its only employee. 
In 1993, he testified that GAC has a single bank account, and 

i 

that he was the sole signatory on that account. 

j 

18. in March, 1993, Armstrong testified under oath that he 
estimated the value of tho assets owned by GAC to be 
$1,000,000,000 to $1,500,000,000. 

19. In May, 1995, at an early meeting of creditors, 
Armstrong testified under oath that GAC no longer possessed any 

i 

assets of commercial value. 

FIRST CLAIM FOR RELIEF 

(For a Determination That Armstrong's Debts Are Not 
Dischargeable Pursuant to 11 U.S.C, §727(a)(4)(A)) 

20. Plaintiff incorporates by reference the allegations 

i 

contained in paragraphs 1 through 19 above as though set forth 
fully herein. 

21. On April 18, 1995, Armstrong filed a Voluntary Petition 
for Bankruptcy with this Court. He swore under penalty of 
perjury that the information which he provided in the Petition 
was true and correct. On Schedule B of his Petition, Line 12, 
Armstrong stated that he owned no stock or interests in 
incorporated or unincorporated businesses. CSI is informed and 
believes, and therefore alleges that on April 18, 1995, Armstrong 
owned and still owns at least 80% of the stock of the Gerald 
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Armstrong Corporation. 

I 

22. CSI is informed and believes and therefore alleges that 
GAC is, and at all times relevant herein was', operated by and for 
the benefit of Gerald Armstrong as his alter ego. The alleged 
corporate form of GAC should, accordingly, be disregarded, and 

i 

GAC's assets considered the assets of Armstrong. 

| 

23. Armstrong's failure to include his ownership of GAC in 

, i 

Schedule B is a deliberate omission of a material matter 
constituting a false oath or account in connection with the case. 

I 

24. Armstrong failed to disclose his ownership of GAC and 
its assets with the intent to mislead creditors and the trustee 
as to the debtor's true financial condition, or with reckless 

i 

disregard for the truth with regard to a matter material to the 
case. 

25. As a result of the foregoing, Armstrong's debts are not 
dischargeable in bankruptcy pursuant to 11 U.S.C. §727(a)(4)(A) 

i 

SECOND CLAIM FOR RELIEF 

j 

(For a Determination That Armstrong's Debts Are Not 

j 

Dischargeable Pursuant to ll U.S.C. §727(a)(5)) 

26. Plaintiff incorporates by reference the allegations 
contained in paragraphs l through 24 above as though set forth 
fully herein. 

27. In 1986, Armstrong received a substantial sum of money 
from CSI in settlement of litigation, Armstrong has testified 

under oath that he invested the money in real property and GAC, 

i 

and that GAC, set up solely to exploit Armstrong and his literary 
and artistic ventures, prospered. He has claimed, under oath in 
the State Court Action, that GAC's assets were valued, in 1990, 
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at $1 million, and, in 19913, he valued them at $1 billion to $1.5 
billion. 

i 

28. Armstrong's Bankruptcy Petition claims assets of 

i 

$6,485, and liabilities of $ 1 , 005 ",3 67.52. At the meeting of 
creditors, on May 17, 1995, Armstrong claimed under oath that 
GAC possessed no assets of any commercial value. 

29. Armstrong has offered no satisfactory explanation for 
his claimed losses of $518:,000 since 1986, $1 million since 1990, 
or $1 billion to $1.5 billion since 1994. 

i 

30. As a result of the foregoing, Armstrong's debts are not 
dischargeable in bankruptcy pursuant to 11 U.S.C. §727(a)(5). 

THIRD CLAIM FOR RELIEF 

(For a Determination That the state Court Injunction is Not 

i 

Dischargeable as a Claim Pursuant to 11 U.S.C. § 101(4)) 

31. Plaintiff incorporates by reference the allegations 
contained in paragraphs 1 through 30 above as though set forth 
fully herein. 

32. On May 25, 1996, plaintiff obtained relief from stay in 
this court in order to obtain a judgment in the State Court 

Action. On _,: the honorable Gary W. Thomas ordered 

the clerk of the court to enter final judgment in that action 
against the debtor. 

| 

33. incorporated into that final judgment is Judge Thomas's 
order of permanent injunction. In that order, Judge Thomas 
specifically found that an injunction to prevent future breaches 
of the settlement agreement was necessary and proper according to 

j 

California law. He found that "entry of a permanent injunction 
in this action is necessary in this action because pecuniary 
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compensation could not afford the Church adequate relief, and the 

restraint is necessary in order to prevent a multiplicity of 

i 

actions for breach of contract. Civil Code § 3422 (1), (3) . ” 

i 

34. The permanent injunction order issued by the state 

I 

court is not a claim which can or should be discharged in 

j 

bankruptcy. It does not require the debtor to transfer any 
assets or property to anyone, nor can it be reduced to a monetary 
claim. 

35. Plaintiff was ordered by this Court on May 25, 1995 to 

I 

raise the issue of dischargeability of the injunction as an 

i 

adversary proceeding once the State Court Action had proceeded to 

j 

judgment. 

I 

WHEREFORE, plaintiff prays for the entry of judgment against 
defendant as follows: 

1« That the Court determine that the debts of defendant be 

ruled nondischargeable as a result of defendant's knowingly and 

» 

fraudulently making a false oath in connection with a bankruptcy 
case by virtue of the provisions of 11 U.S.C. § 727(a)(4)(A); and 

2. That the Court determine that the debts of defendant be 
ruled nondischargeable as a result of defendant's failure to 

i 

satisfactorily explain his loss of and/or deficiency of assets by 

virtue of the provisions of 11 u.s.C. § 727(a)(5); and 

| 

3. That the Court determine that the permanent injunction 
entered by the Los Angeles Superior Court in the caBe of Church 

i 

of Scientology International v. Gerald Armstrong . Marin County 
Superior Court, Case Mo. 157 630, is not a claim which can be 
discharged in this action; 

4. For an award of attorney's fees as allowable by law in 
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an amount the Court determines to be reasonable; 

5. For costs of suijt herein incurred; and 

6. For such other and further relief as this Court deems 

| 

just and proper. 

DATED: January _, 1996 WILSON, RYAN & CAMPILONGO 


Shauna T. Rajkowski 

Andrew H. Wilson 

Laurie J. BartiIson 
M0X0N & BARTILSON 

Attorneys for Plaintiff 
CHURCH OF SCIENTOLOGY 
INTERNATIONAL 
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